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Abstract:  
Purpose 
This paper examines charity regulatory systems, including accounting standard setting, across 
five jurisdictions in varying stages of adoption of International Financial Reporting 
Standards, and identifies the challenges of this process.   
Design/methodology/approach 
Using a regulatory space approach, we rely on publicly available archival evidence from 
charity regulators and accounting standard setters in five common-law jurisdictions in 
advanced capitalist economies, all with vibrant charity sectors: United Kingdom, United 
States of America, Canada, Australia and New Zealand.  
Findings 
The study reveals the importance of co-operative interdependence and dialogue between 
charity regulators and accounting standard setters, indicating that jurisdictions with such 
inter-relationships will better manage the transition to IFRS.  It also highlights the need for 
those jurisdictions with not-for-profit or charity-specific accounting standards to re-configure 
those provisions as IFRSs are adopted.  
Research limitations/implications 
The study is limited to five jurisdictions, concentrating specifically on key charity regulators 
and accounting standard setters. Future research could widen the scope to other jurisdictions, 
or track changes in the jurisdictions longitudinally.    
Practical implications 
We provide a timely international perspective of charity regulation and accounting 
developments for regulators, accounting standard setters and charities, specifically of 
regulatory responses to IFRS adoption.  
Originality/value 
The paper contributes fresh insights into the dynamics of charity accounting regulation in an 
international context by using regulatory space as an organising framework. While 
accounting regulation literature provides a rich interpretation of regulatory issues within the 
accounting arena, little attention has been paid to charity accounting regulation.  
Keywords: regulatory space; charity regulator; charity accounting; NFP accounting; 
accounting standard setters; IFRS. 
Article Classification: research paper 
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ACCOUNTING REGULATION FOR CHARITIES: INTERNATIONAL 
RESPONSES TO IFRS ADOPTION 
Introduction  
Western economies are increasingly dependent on the economic and social contribution of 
the not-for-profit (NFP) sector, including charities, for the provision of services (Torres and 
Pina, 2003; Brown and Caughlin, 2009; Hyndman and McDonnell, 2009)
[1]
. Consequently, 
the development of appropriate and effective regulatory systems is of crucial importance 
(Keating and Frumkin, 2003). While recognising the diversity and scope of the NFP sector, 
this paper deals with the charity sector, and specifically financial reporting regulations and 
accounting regimes for charities.   
In recognition of the unique needs of the charity sector, charity regulators have been 
established in some national jurisdictions, as have specific charity accounting regulations.   
Moreover, it is arguable that the most significant current influence on existing charity 
accounting regulations or requirements is countries’ adoption of International Financial 
Reporting Standards (IFRS), promulgated by the International Accounting Standards Board 
(IASB). Because these standards are focused on the needs of for-profit entities (Bradbury and 
van Zijl, 2007), their global proliferation threatens to disrupt existing charity accounting 
regulatory systems, by jeopardising existing coalitions and affecting charity financial 
reporting requirements in national jurisdictions.  This situation calls for an investigation of 
the impact of IFRS on the charity sector, and the “broader implications of their application”, 
both for the organisations themselves and for society (Potter, 2005, p. 266).  
It has been argued that discussions of regulatory change should take into account the way in 
which existing regulations have been “constructed and developed”, and that the mapping of 
“the complex interrelation of spaces, spheres and actors of regulation” is the only way such 
change can be understood (MacKenzie and Lucio, 2005, p. 499). The adoption of IFRS 
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therefore provides a timely opportunity to take a broader view of charity regulation and 
accounting regimes in a variety of national contexts, and to conduct a systematic comparison 
of existing regimes in order to understand the actual or potential impact of IFRS on the 
charity sector.  The adoption of the concept of “regulatory space” as an organizing 
framework (Hancher and Moran, 1989) allows for a consideration of this broader view.  
The purpose of this paper therefore, is to map and examine existing charity accounting 
regulatory systems across five jurisdictions in varying stages of IFRS adoption, and 
specifically to identify the challenges posed by the adoption of a set of global accounting 
regulations.   
The next section of the paper expands the analytical construct of regulatory space, 
establishing its relevance to accounting regulation. Following this, the manner in which the 
study was conducted is outlined. We then explore the charity regulatory environments of five 
selected international jurisdictions, particularly focussing on the impact of the IASB’s entry 
into their national regulatory spaces. The concluding section summarizes the findings and 
highlights possibilities for future research.    
Regulatory space and accounting regulation  
Economic regulation in advanced capitalist nations can be conceived as being dominated by 
large, complex organizations which interact within a conceptual “regulatory space” that 
acknowledges both the peculiarities of specific jurisdictions, and the complexity and political 
nature of the regulatory process (Hancher and Moran, 1989; MacKenzie and Lucio, 2005). A 
regulatory space framework enables an analysis of the process of change by identifying the 
boundaries of the space, the actors who interact in that space, and the issues and ideas that are 
debated within the space (Nicholls, 2010). These spaces can sometimes be the sites of 
“competitive battles … constituted by existing power relations and cultural conceptions” 
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(Larsson, 2005, p. 128). By admitting the influence of cultural, political and technical factors, 
a regulatory space framework offers flexibility in analysing the regulatory process, rather 
than offering a narrow or deterministic model of regulation (Young, 1994; MacKenzie and 
Lucio, 2005).  
Place, time, organizations, the interdependence of those organizations, and the identification 
of  relevant issues, are factors that are seen to influence the shape and dynamics of a 
regulatory space and reflect the unique attributes of national contexts (Hancher and Moran, 
1989).  Place is defined by national peculiarities such as legal and political systems, and 
normative beliefs about political authority. It is an important determinant of regulatory 
outcomes (Hancher and Moran, 1989, p. 283; Young, 1994). Further, timing is important, 
since it is the organizations that are well-resourced at times of crisis or at “the historical 
moment when regulation is initiated” that have the best chance of achieving or maintaining “a 
continuing dominant influence” (Hancher and Moran, 1989 p. 284). Crises often have the 
effect of inducing regulatory change, or at least a search for new institutional arrangements.  
With globalizing forces driving the diffusion of regulatory patterns across nations, there is 
likely to be emulation of early regulators and of the regulatory systems of economically and 
politically powerful nations (Hancher and Moran, 1989; Young, 1995; Neu and Ocampo, 
2007). Individuals or groups of stakeholders may be involved in the regulatory process. 
However, dominance of the regulatory space, and the consequent ability to make decisions 
about regulation, is usually the purview of large, influential, hierarchically structured 
organizations.  They inevitably depend on a system of interdependence that leads to 
regulatory co-operation (Hancher and Moran, 1989).  Thus, in acknowledging the political 
nature of regulation, our understanding is more attuned to the way coalitions of influential 
actors are formed and the way particular issues are characterised as needing solutions 
(Young, 1994; Potter, 2005; Cordery and Baskerville, 2007).  This interdependence is evident 
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in the identification and treatment of issues that are to be subject to regulation. 
In a dynamic and political process, actors enter the regulatory space and work towards their 
regulatory objectives, playing either major or minor roles as they interact and deal with issues 
specific to the particular regulatory arena (Hancher and Moran, 1989; Young, 1994; Palmer 
and Vinten, 1998; Tamm Hallström, 2004; Kent, 2003; Botzem and Quack, 2006; Nicholls, 
2010). This concept of actor interaction is consistent with the notion that a regulatory body, 
in order to be effective, needs to develop a network of similarly minded organizations 
(Richardson, 2009). It also raises the possibility that interactions may be either cooperative or 
contested, and acknowledges the potentially combative political nature of the process (Pietra 
et al, 2001). Taking into account the global context, the entry of powerful supranational 
organizations into the national regulatory space could weaken the influence of national 
governments and regulators, disrupting existing interdependencies and increasing the 
complexity of regulatory issues (Hancher and Moran, 1989; Neu and Ocampo, 2007). 
A regulatory space requires the creation of a common language that can facilitate “mutual 
understanding” (Tamm Hallström, 2004, p. 4). This resonates with the process of accounting 
standard setting, in which various regulatory bodies interact with each other, using the 
language of accounting. Young (1994) considered three US cases in which the Financial 
Accounting Standards Board (FASB) operated within an evolving regulatory space where 
issues were determined and worked out between several actors. The concept of regulatory 
space was also applied to a consideration of the interplay between various actors, including 
the FASB, in their perceptions of what constituted “right” accounting in the US’s savings and 
loan crisis of the 1980s (Young, 1995). The FASB was also observed to work within a 
regulatory space where it had an influential position, to enhance the expansion of accrual 
accounting by promoting the financial reporting of public asset collections (Carnegie and 
Wolnizer, 1999). In an Australian study, Kent (2003) used the regulatory space concept to 
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explain how the Public Sector Accounting Standards Board expanded the adoption of accrual 
accounting into the public sector. In a Canadian study, MacDonald and Richardson (2004) 
documented the way in which the Ontario Public Accountants’ Council established its place 
in the regulatory space and effectively excluded other actors.  
Hancher and Moran (1989) acknowledge that the regulatory space is likely to be sector- or 
industry-specific, each having its own unique issues. Governments and charity regulators 
have a particular interest in ensuring the sustainability of the sector, and in the achievement 
of program and financial outcomes (Connolly and Hyndman, 2004). The issues identified by 
accounting standard setters are the technicalities of specific accounting practice (Connolly et 
al, 2009). Charities, including leading industry associations as well as individual 
stakeholders, while they may not occupy a dominant position within the regulatory space, 
nevertheless have a voice in the identification and resolution of regulatory issues.  This 
opportunity occurs in the consultation stages of regulation formation and accounting standard 
setting. Globally, because of its influence on national accounting standard setters, the IASB, 
which has a dominant for-profit focus, has become an external, globalizing influence on 
national accounting standard setting bodies, with potential to disrupt charity accounting 
regulatory arrangements. Thus accounting regulation literature confirms the importance of 
many of the factors identified by Hancher and Moran (1989). 
A number of researchers have highlighted the impact of the specific histories and cultures of 
different nation states in relation to accounting regulation (see, for example, Puxty et al, 
1987; Cooper and Robson, 2006; Humphrey et al, 2009).  Puxty et al (1987, p. 288) 
suggested that “there will be no single matrix of Market, State and Community principles of 
organisation which will apply to all arenas of regulation”, championing the notion of a series 
of struggles and tensions between these groups, that are unique to individual nations. Charity 
regulation takes place within a regulatory space in which multiple regulators and other 
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stakeholders interact, often with different, and sometimes competing, agendas (Brown and 
Caughlin, 2009). The main organisations we focus on in this charity regulatory space are 
charity regulators (if a jurisdiction has one), the taxing authority and the accounting standard 
setter. The identification of regulatory struggles and tensions within the accounting standard 
setting arena has thus highlighted the political nature of the process (Zeff, 1978; Young, 
1994; MacDonald and Richardson, 2004; Sutton, 1984). Increasingly, this process has been 
recognized to be operating at a global level and involving international influences and 
organizations such as the IASB, even to the extent that national accounting regulation may be 
jeopardized (Cooper and Robson, 2006; Caramanis, 2002; Richardson, 2009). This reinforces 
the applicability of a regulatory space framework to accounting studies (Malsch and 
Gendron, 2011), and particularly to the process of setting accounting standards (Young, 
1994; Young, 1995; Carnegie and Wolnizer, 1999; Kent, 2003; MacDonald and Richardson, 
2004).  
Hancher and Moran (1989) raised the possibility that a global, supranational regulator might 
intrude on a national regulatory space and crowd out or challenge existing regulatory 
arrangements. This was also highlighted by Cooper and Robson (2006) and by Richardson 
(2009), and also by Caramanis (2002), who considered the impact of international forces on 
national accounting regimes. In the case of the charity sector, if existing NFP or charity 
accounting standards or guidance have already been established, they may come under threat 
with the entry into the national regulatory space of an international regulator, particularly if 
these standards are designed for the for-profit rather than the not-for-profit sector. Thus the 
regulatory space framework enables a consideration not only of the broad social context of 
regulation including the “relations and linkages” within the space, but also of the dynamics 
relevant to a regulatory issue (MacKenzie and Lucio, 2005). 
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The regulatory space framework thus provides a robust and dynamic construct through which 
to examine the impact of IFRS adoption on two dimensions in particular that are identified by 
Hancher and Moran (1989), and which are particularly relevant to the intersection of 
accounting regulation and the charity sector. They are, first, the potential influence a global 
regulator may have on cooperative interdependencies in the charity regulatory space, and on 
the impact those changes will likely have on the identification and treatment of issues, in this 
case the development of accounting standards suitable for the sector.  
In this paper, a regulatory space framework is applied to an examination of the charity 
regulatory space of five jurisdictions.   
Conducting the study  
Several factors were taken into account when selecting which jurisdictions to include in this 
study: the uniqueness of specific national contexts, including their legal systems; the 
significance of the charity sector in a particular jurisdiction; and the stage of IFRS adoption. 
The five contexts chosen are the United Kingdom (UK), the United States (US), Canada, 
Australia and New Zealand (NZ). All of these are common-law jurisdictions in advanced 
capitalist economies, and all have vibrant charity sectors, with transparent public access to 
documents. In addition, they are geographically diverse, representing three different stages of 
IFRS adoption, from the early adopter status of Australia and NZ, to Canada’s recent 
adoption, through to the current alignment of the UK’s financial reporting standards with 
IFRS and the US’s possible convergence to IFRS.  Table 1 summarises some of the key 
features of these five jurisdictions, which will be presented in more detail in the next section 
of the paper.   
 
 
Place Primary 
Charity 
Accounting 
regulator 
Pre-IFRS charity-
specific accounting 
State of national 
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regulator relevant to 
charities 
standards/regulations IFRS adoption 
UK Charity 
Commission 
(established 
in 1853) 
Accounting 
Standards 
Board (ASB) 
Charities SORP Currently aligning 
financial reporting 
standards with IFRS 
 
Canada No separate 
body, but 
effectively 
regulated by 
CRA 
Accounting 
Standards 
Board 
(AcSB) 
CICA Handbook 4400 
for NFP entities 
Recent adoption 
(2011) 
 
US No separate 
body, but 
effectively 
regulated by 
IRS 
Financial 
Accounting 
Standards 
Board 
(FASB) 
NFP-specific 
Statements of Financial 
Accounting Standards 
(SFAS 116 and 117) 
codified into 
Accounting Standard 
Codification 958 
Proposed 
convergence 
(possible modified 
incorporation of 
IFRS) 
 
Australia Australian 
Charities and 
Not-for-
profits 
Commission 
to 
commence 
in October 
2012 
Australian 
Accounting 
Standards 
Board 
(AASB) 
No specific charity or 
NFP accounting 
requirements; 
transaction-neutral 
approach 
Early adopter (2005) 
 
NZ Charities 
Commission 
founded in 
2005 
External 
Reporting 
Board (XRB) 
No specific charity or 
NFP accounting 
requirements; 
transaction-neutral 
approach  
Early adopter (2007) 
 
Table 1. Key features of the five jurisdictions 
In relation to the complexities of the sector, we acknowledge the broad scope of not-for-profit 
activities, and the unique and often complicated charity regulatory systems of individual 
jurisdictions. In order to enable a meaningful comparison, and to make explicit points of 
similarity and difference, we also identify the accounting regulators in each jurisdiction, as 
well as charity regulators. In two of the jurisdictions, such as UK and NZ, regulators have 
been established specifically for the purpose of regulating charities. In Canada and the US, it 
is the national taxing authority that effectively regulates the charity sector. In Australia, a new 
national regulator for the charity sector is due to commence operations in October 2012. 
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Further, some of the jurisdictions have specific NFP or charity accounting regimes (UK, 
Canada and US), while others do not (Australia and NZ).  
This study draws upon publicly available archival data on charity regulatory systems and 
accounting regimes in each of the five jurisdictions chosen. We acknowledge that our 
findings are not generalisable to other jurisdictions, but rather present a contextualised study 
of each of the unique, current charity regulatory arrangements, in order to assess the impact 
of the entry of the IASB into the various national regulatory spaces.  
International charity accounting regulation: comparative cases 
The UK 
The UK has a long history of charity regulation, with the Charity Commission for England 
and Wales being established in 1853. In the 1980s the Commission and the charity sector 
endured widespread criticism, being subject to a number of unfavourable reviews and 
government inquiries (Palmer and Vinten, 1998). The resulting 1993 Charities Act, which 
followed years of turbulence in the sector, cemented the place of the Charity Commission as 
the chief regulator for the sector, and increased its regulatory responsibilities and power 
(Irvine, 1988), illustrating the contention of Hancher and Moran (1989, p. 284) that at times 
of crisis it is the organisations with access to resources that are able to “exercise a continuing 
dominant influence” within the regulatory space. Consequently, by the end of 2011, the 
Charity Commission regulated a huge sector which comprised over 161,000 charities with a 
combined annual income of over £55.8 billion (Charity Commission, 2012)
[2]
.  
The Accounting Standards Board (ASB) has regulatory authority for setting accounting 
standards for all UK reporting entities. The first charity accounting regulation, albeit 
rudimentary, was introduced in 1960, and more specific guidelines through a Statement of 
Recommended Practice (SORP) 2 in 1988
[3]
. Although compliance with SORP 2 was 
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recommended, it was not high, and hence there was little reduction in the diversity of charity 
financial reporting practice (Palmer et al., 2001). The 1995 Charities (Accounts and Reports) 
Regulations were followed by the new 1995 Charities SORP, effective from 1996, which was 
mandatory for charities with income in excess of £250,000, and really comprised the first 
meaningful accounting regime for the sector (Palmer and Vinten, 1998; ASB, 2000). The 
current Charities SORP sets out accounting and reporting requirements for the UK charity 
sector, which are consistent with UK GAAP (Charity Commission, 2005).   
Within the charity regulatory space, the Charity Commission works with the accounting 
regulator and the charity sector in a regulatory partnership. Authorised by the ASB, the 
Charity Commission and the Office of the Scottish Charity Regulator make recommendations 
about the SORP on the advice of the ASB’s SORP Committee. These recommendations, 
which must be consistent with ASB accounting standards, are then subjected to extensive 
consultation before being finalised. The Charity Commission, the primary charities’ 
regulator, thus enjoys the co-operation of the ASB, but also operates in co-operation with 
other regulators (such as HM Revenue and Customs, the UK taxing authority) (HM Revenue 
and Customs, 2010) (see Table 2, Panel A). The setting of accounting standards for charities 
in the UK therefore currently operates in an integrated and co-operative charity regulatory 
space, suggestive of the co-operation between big, complex bureaucracies that Hancher and 
Moran (1989) identify as essential for regulatory progress. This provides a framework to deal 
with contentious issues, such as the challenge of IFRS adoption.  
While UK consolidated entities, as part of the European Union, were required to adopt IFRS 
from 2005, UK GAAP has continued to be used by other entities, but this is now 
progressively being brought into line with IFRS. The major IFRS issue that was identified in 
relation to charity accounting, was whether a revised Charities SORP should be consistent 
with a full IFRS, or IFRS for Small to Medium Entities, and whether there would even be a 
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place in the new regime for the Charities SORP (ASB, 2009; Charity Commission, 2009). In 
2010 and 2011, the UK’s Accounting Standards Board released Financial Reporting 
Exposure Drafts (FREDs) 43 – 45 (ASB, 2010; ASB, 2011). After extensive consultation, the 
ASB released the revised version of these FREDs in 2012, with comments due by 30 April 
2012 (ASB, 2012a, 2012b).  
These documents acknowledge that “current FRSs [Financial Reporting Standards] are an 
uncomfortable mismatch of accounting standards of different origin that lack cohesion or 
unifying principles”, and propose a new single Financial Reporting Standards (FRS) regime 
that will provide reduced disclosure regimes for certain entities, and keep a FRS for smaller 
entities (ASB, 2012b, p. 4). These proposed new FRSs, as adapted forms of IFRSs, will make 
provision for the special requirements of public benefit entities
[4]
 (including charities) with 
the additional development of a “tailored PBE [Public Benefit Entity] standard” (ASB 2010, 
p. 11). In addition, a revised Charities SORP will be developed (ASB 2012b), with the new 
financial reporting standards to take precedence over the SORP if there is a conflict, and 
entities required to provide an explanation of departures from SORP (ASB, 2012a).  
 
 
 
 
 
 
 
Place  Charity regulatory space 
(organisations and 
Key findings 
(interdependencies, issues 
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interdependencies) and IFRS) 
Panel A:  
UK 
Charity
Commission
ASB
HM 
Revenue
and 
Customs
Charities
SORP
IASB
?  
 Cooperative consultation 
between Charity 
Commission and ASB 
 Revised IFRS for public 
benefit entities (including 
charities) to operate 
alongside Charities SORP  
Panel B: 
Canada 
CICA
AcSB
CRA
Handbook 
4400 OR 
IFRS
IASB
?
 Return 
T3010
 
 Cooperative consultation 
between CICA and AcSB 
 Uncertainty as charities 
must choose between NFP 
Handbook 4400 
accounting standards  or 
IFRS  
 
Panel C: 
US  
FASB
IRS
SFAS 116
SFAS 117
Accounting 
Standards 
Codification
IASB
Form 
990
?
 
 IRS dominates regulatory 
space with little 
consultation between 
standard setters 
 Codification of NFP-
specific accounting 
standards accompanied by 
uncertainty about IFRS 
adoption  
Panel D: 
Australia  
AASB
ATO
IASB
Australian
IFRS
ACNC
?
 
 ACNC as new charities 
regulator is supported by 
ATO and consults with 
AASB 
 Transaction neutrality 
continues post IFRS, with 
NFP-specific paragraphs 
added 
 
Panel E:  
NZ  
ASRB 
(XRB)
Inland 
Revenue
NZ
IFRS
IASB
Charities
Commission
?
 
 Charities Commission 
consults with other 
regulators 
 Post-IFRS restructuring of 
accounting standard 
setting with dismantling of 
transaction neutrality 
 
Table 2. Responses to the IASB’s entry into charity regulatory space across five 
jurisdictions  
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As portrayed in Table 2, Panel A, with the proposed convergence of UK GAAP with IFRS, 
the entry of the IASB into the UK regulatory space is already having a substantial impact on 
the ASB, the accounting standards it produces, and the Charities SORP.  However, the entry 
of the IASB into its regulatory space will likely be eased by these existing co-operative 
relationships between the ASB and its charity constituents.  
            Canada  
There are over 85,000 registered charities in Canada, operating under the rules administered 
by the Canada Revenue Agency (CRA) (CRA 2012)
[5]
, while at the same time being subject 
to both provincial and territorial charities regulation. As part of the requirements of 
registration, charities in Canada must submit an annual T3010 (Registered Charity 
Information Return), which requires them to provide information about their activities and 
financial information, and is made available to the public on the CRA’s website.  
In relation to the setting of accounting standards, the Canadian Accounting Standards Board 
(AcSB) sets accounting standards for the private sector, including charities (AcSB and PSAB, 
2009). The technical financial reporting requirements under which Canadian charities have 
operated for many years consist of the rules contained in Canada’s 4400 series of its 
Accounting Handbook, first published in 1997 by the Canadian Institute of Chartered 
Accountants (CICA) (Torres and Pina, 2003), and promulgated by the AcSB. The 
promulgation of a specific NFP accounting standard demonstrates a commitment to the 
uniqueness of the sector, and acknowledges  that, in relation to NFPs, “one size does not 
necessarily fit all” (AcSB, 2006, p. 1). 
The Canadian Federal Government’s 1998 Voluntary Sector Initiative noted that in relation to 
financial reporting, “improved reporting standards of relevance to donors and charities” 
should be developed co-operatively by “the accounting profession, the sector and the 
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regulator” (Voluntary Sector Initiative, 2003, p. 33). The 2002 Accord that emanated from 
this initiative institutionalized such co-operation between regulators and other stakeholders 
(Phillips and Levasseur, 2008).  
This co-operation is evident with the national Canadian charity regulatory space being shared 
between the CRA, the AcSB and CICA.  These interactions are portrayed in Table 2, Panel B. 
Hancher and Moran (1989) asserted that if policy development is to progress, co-operation is 
needed within the regulatory space, and while such co-operation is evident in the Canadian 
charity regulatory space, nevertheless the Canadian accounting standard setting process has 
been described as “complex and diffuse” (Richardson, 2009, pp. 1–2).  
With Canada’s adoption of IFRS for publicly accountable enterprises, from January 2011, the 
new regulatory requirements permit a level of choice that will require organisations to make 
“tough decisions” (Barrington and Keates, 2011). The major issue surrounding the adoption 
of IFRS has been what place Handbook 4400 will play in the new regime (AcSB and PSAB, 
2009, p. 3).  Initially the accounting standard setting bodies rejected the option of a separate 
set of stand-alone standards for NFPs (AcSB and PSAB, 2009), with the implication that 
Handbook 4400 would be repealed. However, a large and influential group of stakeholders, 
the NFP Accounting Standards Expert Committee, challenged this pronouncement and 
argued for the accommodation of the sector’s unique needs (Ontario Nonprofit Network and 
Imagine Canada, 2009, p. 2). The change of policy that occurred through the lobbying in this 
particular issue reflects the importance of the power relationships between organizational 
coalitions that Hancher and Moran (1989) cite. The result is that from 1 January 2012, 
charities will have the choice of adopting either NFP-specific accounting standards or IFRS 
standards (Barrington and Keates, 2011; AcSB, 2011)
[6]
, depending on which better address 
their financial reporting needs and particular circumstances.  
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As portrayed in Table 2, Panel B, with Canada’s adoption of IFRSs, the IASB has entered 
Canada’s charity regulatory space as an accounting standard setter, although it is not a 
regulator in the sense that it does not enforce the implementation of its financial reporting 
standards. However, with charities now permitted to choose between IFRSs or Handbook 
4400, an element of uncertainty and potential confusion has now been injected into the 
regulatory space.   
The US  
The US has a strong national culture of private philanthropy, with the most notable features 
of its NFP environment being its size, regulatory complexity and the wide variety of 
organisations, some of which are tax-exempt (Hall, 2006). In 2011, there were 1.1 million 
charities and foundations registered as tax-exempt with the Internal Revenue Service (IRS) 
(Barton, 2012), with public charities reporting over $1.51 trillion in revenues in 2010 (NCCS, 
2012). The Internal Revenue Service (IRS), requires the lodgement of Form 990 by tax-
exempt organisations that reach certain income or asset thresholds, and outlines the financial 
reporting responsibility of charity boards (IRS, 2009). Because of these requirements and in 
the absence of a dedicated charity regulator, it could be argued that the IRS is the primary 
national regulator of charities. 
The Financial Accounting Standards Board (FASB) also occupies the regulatory space. An 
independent accounting standard setting body, the FASB sets standards for all non-
governmental entities, including business and NFP entities, and charities (Torres and Pina, 
2003). Since 1990, when the FASB issued its first Exposure Draft relating to the NFP sector, 
it has continued to demonstrate a commitment to the sector, providing specific NFP 
accounting guidance (Christensen and Mohr, 1999)
[7]. The FASB’s Statements of Financial 
Accounting Standards No. 116 Accounting for Contributions Received and Contributions 
Made and 117 Financial Statements of Not-For-Profit Organizations, issued in 1993, 
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mandated both the manner in which contributions were to be accounted for and the 
preparation of NFP statements of financial position, activities, and cash flows (FASB, 1993, 
p. 1). These were distinct from the statements required in Form 990, although the IRS has 
acknowledged the need for NFPs, including charities, to be able to compare Form 990 
information to their financial statements (IRS, 2007).  
Thus, there is an uneven distribution of power within the US regulatory space, with the 
dominant body being the IRS. Its dominance continued throughout the 1990s when there 
were some major US NFP financial scandals, because it possessed the necessary resources to 
respond to calls for tighter NFP regulation (Keating and Frumkin, 2003). Hancher and Moran 
(1989) identified access to resources as an essential feature of organisations that are able to 
dominate the regulatory space. Since this time, the states have also increased their focus on 
NFP governance and preventing scandals (Smith and Richmond, 2007). Thus the IRS has 
continued to dominate the space, but operates alongside state bodies, which have authority to 
regulate charities within their boundaries. Also sharing the space is the FASB. As an 
accounting standard setter, and like standard setters in other jurisdictions, it has the power to 
promulgate accounting standards, has no power to enforce them. Unlike the UK situation, 
however, while both the FASB and the IRS have pursued their own regulatory agenda, 
involving consultation with stakeholders, they appear to be acting independently, particularly 
in relation to NFP accounting requirements.  
Not having yet made a commitment to IFRS adoption, the US is nevertheless currently 
adjusting to the prospect of having the IASB in its accounting standard setting regulatory 
space, with its impact already evident (Gornik-Tomaszewski, 2005). As part of the 
convergence process, on 1 July 2009, the FASB, through its Accounting Standards 
Codification, instituted a major change in the way accounting standards are now organized, 
with a single source of authoritative US GAAP for all nongovernmental entities, which 
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include charities as private NFP organisations (FASB, 2009a). This means that SFAS 116 
and SFAS 117 are now superseded, with their content being integrated into the new 
Codification as Accounting Standard Codification 958 Not-for-Profit Entities. The FASB’s 
parent organisation, the Financial Accounting Foundation, has proposed a system of 
“modified incorporation” of IFRS to the SEC, in which the FASB would incorporate revised 
IFRS into US GAAP (Deloitte, 2012). However, the extent of US adoption of IFRS is still 
unresolved, with the recent announcement by the Securities and Exchange Commission 
deferring its decision (SEC, 2012).  
Table 2, Panel C summarizes these preliminary moves towards IFRS adoption. There appears 
to be no cooperative interaction between the IRS and the FASB, but already there has been an 
impact on the activities of the FASB and existing NFP accounting standards. The move to a 
merged single set of standards in the Codification will result in the ‘non business’ standards 
being inconsistent with the ‘for profit’-oriented Conceptual Framework. Since the IASB’s 
accounting standards are not set with the NFP sector in mind, and with uncertainty 
surrounding the US’s adoption of IFRS (Bandel, 2011), the full implications for the sector are 
as yet unknown.   
 Australia   
Australia’s NFP sector has been described as “large and diverse”, consisting of about 600,000 
entities, of which 60,000 are charities (ACNC, 2012a). The Australian Taxation Office 
(ATO) offers tax concessions and/or permits tax-deductibility for donations to eligible 
charities (ATO, 2012), of which there were 21,000 with Deductible Gift Recipient status in 
July 2011
[8]
 (ACNC, 2012a). However, the ATO does not specify financial reporting 
requirements for charities, nor does it require the lodgement of a single annual return. With a 
combination of Commonwealth and state regulation of charities, Australia’s NFP and charity 
regulatory arrangements have been widely criticized as being ineffective (Commonwealth of 
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Australia, 2001). However, the institution of the new regulator, the Australian Charities and 
Not-for-profits Commission (ACNC), due to commence operations from 1 October 2012, 
indicates the Australian government’s recognition of the importance of the sector and the 
need for a robust and effective NFP regulatory system (Australian Government, 2011). The 
initial scope of the ACNC will be restricted to charities, and the organisation will operate 
with an advisory board, a staff, and support from the ATO in the provision of “back-office 
services” (ACNC, 2012b).  
The Australian Accounting Standards Board (AASB) is responsible for setting accounting 
standards for all Australian reporting entities, including NFPs. Prior to the adoption of IFRS, 
the AASB adopted a transaction- (or sector-) neutral approach to standard setting that caused 
disquiet in the charity community, since it was suggested that it failed to address the financial 
reporting needs of the sector (Simpkins, 2006). Since 2005, when Australia adopted IFRS for 
all reporting entities, the AASB has systematically decommissioned its sector-specific 
accounting standards. Although it has added “Aus” paragraphs to IFRSs to provide additional 
guidance or compliance relief for NFPs, this solution has not addressed calls for a specific 
NFP accounting standard (Productivity Commission, 2010) that would meet the needs of 
charities, as the standards of the IASB are clearly designed for the for-profit sector.  
Since the 1990s
[9]
, the Australian government has initiated several inquiries to address issues 
relating to the broader sector, including its regulatory systems and financial reporting. The 
accounting profession has also demonstrated an interest in the quality of NFP reporting (see, 
for example, ICAA, 2011 and CPA Australia, 2009). Recommendations about NFP reporting 
have included a “tiered” reporting system, a standard chart of accounts, and a “new disclosure 
regime” that contains narrative as well as numeric reporting (Senate Standing Committee on 
Economics, 2008, p. 3; Productivity Commission, 2010). The AASB has attempted to address 
the sector’s needs with several initiatives relevant to Australian charities. These include 
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projects on accounting for the income of NFPs, control in the sector, disclosures, and service 
performance reporting (AASB, 2011). 
With the establishment of the ACNC, Australia is at a critical juncture in its regulatory 
position. With the vacuum in the charity regulatory space to be occupied by the ACNC, the 
relationship between that organisation and the AASB is as yet unknown, although they have 
established a co-operative dialogue (AASB, 2011) between themselves and the ATO.  This 
initiative and the promise of a co-operative relationship between the various regulators, 
including the ACNC as the new charity regulator, may move Australia towards the co-
operation identified by Hancher and Moran (1989) as being essential for the development of 
policy.  
Table 2, Panel D, portrays these regulatory arrangements, including the IASB’s entry into the 
Australian charity accounting regulatory space. It could be argued that since IFRS adoption, 
the role of the AASB has been effectively constrained. With its transaction-neutral approach, 
and the IASB’s for-profit focus, the AASB will find it difficult to address the financial 
reporting needs of the sector. This is evident in the case of the initiatives outlined above, 
which have as yet not led to any substantive changes. The IASB’s integration into the 
Australian accounting standard setting arena has thus led to a re-orientation of the role of the 
AASB. It is still too soon to assess whether the AASB’s limited initiatives have been 
effective in addressing the financial reporting issues relevant to the sector.  
New Zealand   
NZ’s charity sector, while small by international standards, is nevertheless significant, with 
25,279 charities registered with NZ’s Charities Commission (2012a) [10]. The Commission 
was established in 2005 as the main regulatory body for charities, offering voluntary 
registration. The Commission has wide-ranging responsibilities, and operates in a joint 
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arrangement with NZ’s Inland Revenue Department to grant tax-exempt status to charities 
(Charities Commission, 2009). Now part of NZ’s International Affairs Department, the 
Commission requires the submission of a charity’s financial accounts, including a Statement 
of Financial Performance and Position (Charities Commission, 2012c). In spite of these 
guidelines, however, there has been some concern and confusion in NZ’s charitable sector 
about the exact nature of financial reporting requirements (Hooper et al., 2008). The 
Commission was established at an historical juncture when accounting standard setting 
arrangements were already in place, illustrating Hancher and Moran’s (1989) observation that 
in the regulatory space, timing is a crucial element in determining which parties dominate the 
space. 
Until 2010, in NZ, accounting standard setting was the province of the Financial Reporting 
Standards Board, a board of the New Zealand Institute of Chartered Accountants (NZICA). 
Under a transaction-neutral approach
[11]
, this board submitted accounting standards to the 
Accounting Standards Review Board (ASRB) for final approval. NZ’s financial reporting 
requirements, based as they were on a transaction-neutral approach (Cordery and Baskerville, 
2007), meant that when NZ adopted IFRS from 2007, charities that were reporting entities 
came under IFRS requirements (Bradbury and van Zijl, 2007), although with public benefit 
entity-specific paragraphs. This imposed a burden on the sector, despite the ability of public 
benefit entities to take advantage of a differential reporting regime, which provided some 
relief for smaller organisations (NZICA, 2007a, paragraph IN23). An added layer of 
complexity was NZ’s stated ongoing commitment to harmonise its accounting standard 
setting and related regulatory activities with those of Australia (ASRB, 2010). This regulatory 
regime changed from 1 July 2011, when the ASRB was reconstituted as the External 
Reporting Board (XRB)
[12]
. The NZICA has now effectively left the regulatory space.  
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This development is in direct recognition of the failure of a transaction-neutral approach to 
address the needs of specific entities.  NZ has now changed its focus to a multi-standard 
approach,  and the development of a sector-specific accounting standard for public benefit 
entities, based on International Public Sector Accounting Standards  (ASRB, 2009; Lont and 
Wong, 2010; XRB, 2011).  A feature of the new regime is continuing dialogue between the 
XRB, the Charities Commission and NZICA in determining the reporting regime that will 
apply to charities. This is an example of regulatory cooperation as highlighted by Hancher 
and Moran (1989). 
The regulatory arrangements in NZ have therefore been conducted in a relatively complex 
regulatory space that includes various government and professional bodies. NZ’s Charities 
Commission has engaged in consultations with the XRB, and also directs charities to 
financial reporting guidelines and examples prepared by the NZICA (Charities Commission, 
2012b). In certain cases some confusion was identified between the requirements of 
accounting standards and the Charities Commission, as some incorporated entities, already 
required to apply accounting standards, were also registered with the Charities Commission 
and subject to its requirements (NZICA, 2007b). However, the restructuring process, 
including the institution of the XRB, may move NZ into a more co-operative regulatory 
environment where, as argued by Hancher and Moran (1989), policy advancement is more 
likely.  
Table 2, Panel E indicates that the IASB has had an impact on both the NZ accounting 
standard setting body and its accounting standards, but also that there are questions remaining 
about specific accounting guidance for the charity sector. These may be addressed with the 
new financial reporting framework’s development of a separate set of accounting standards 
for public benefit entities, particularly if the Charities Commission and the reformulated and 
more authoritative External Reporting Board establish a co-operative relationship.  
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Conclusions 
This paper contributes fresh insights into the dynamics of charity accounting regulation in an 
international context by using regulatory space as an organising framework. In considering 
regulation, including accounting regulation, we need to be aware of the fragile nature of 
national regulatory boundaries in an increasingly internationalized regulatory space (Malsch 
and Gendron, 2011), and of the re-positioning and re-structuring of regulators and their roles 
in that re-defined space (MacKenzie and Lucio, 2005). The IASB, as the promulgator of 
IFRS, has extended its influence globally, and, with its for-profit focus, provides challenges 
in the charity accounting regulatory arena in national jurisdictions. In this paper, we studied 
five jurisdictions at different stages of IFRS adoption, identifying their existing regulatory 
bodies and their interrelationships, and the manner in which they deal with the issue of 
charity accounting regulations or guidelines.  
The response of individual charity standard setters to the introduction of the IASB into the 
national regulatory space will be dependent on the specific arrangements that exist in each 
jurisdiction.  Our study highlights two particular findings in existing charity regulatory 
arrangements. The first finding is the importance of established interdependencies between 
charity regulators and accounting standard setters. Hancher and Moran (1989) argued that 
when the regulatory space is occupied by a number of large or powerful organisations, co-
operative interrelationships are essential for policy advancement. It is likely to be those 
jurisdictions which have clearly defined charity regulators and accounting standard setters 
engaged in active consultation that will better manage the transition to IFRS, as in the case of 
the UK. IFRS adoption has highlighted the need in both Australia and NZ for a more 
effective and integrated charity regulatory regime. While the Australian and NZ approaches 
are different, both have undergone, and are continuing to undergo, extensive change. 
Australia has established a national regulator and NZ is in the process of restructuring its 
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standard setting arrangements. The lack of co-operative interdependence between charities 
and accounting regulators in Canada and the US will likely see the perpetuation of multiple 
regulatory regimes that add to confusion and uncertainty in the regulatory space. 
Secondly, IFRS adoption has implications for the issue of accounting standards for charities. 
Jurisdictions with charity-specific accounting standards or regulations will have to re-
configure those provisions, since IFRS does not accommodate NFP accounting specificities. 
This is evident in the UK, US and Canada. The UK, in the light of impending IFRS adoption, 
has announced that a revised Charities SORP will be developed in the context of a revised 
accounting standards regime. In the US, specific NFP accounting standards have been 
dismantled and re-codified due to the transition to IFRS. The future of US NFP and charity 
guidelines remains uncertain with the likely absorption of IFRS into US GAAP. In Canada, 
IFRS adoption means that charities will be permitted to choose between the use of existing 
NFP accounting standards and IFRS. In the case of both Australia and NZ, IFRS adoption has 
demonstrated that a transaction-neutral approach to accounting standards is problematic, with 
Australian accounting regulators constrained in their ability to meet the needs of the sector, 
and NZ accounting regulators moving away from a transaction-neutral approach to an 
acknowledgement of the particular financial reporting needs of the sector.   
While accounting regulation literature provides a rich interpretation of regulatory issues 
within the accounting arena, little attention has been paid to charity accounting regulation. By 
applying a regulatory space framework to five national contexts, we advance an 
understanding of the evolving process of accounting regulation, providing a timely 
international perspective of developments, and specifically of regulatory responses to IFRS 
adoption. The use of a regulatory space framework enables the exploration of a number of 
important factors that characterise the charity regulatory space of individual national 
jurisdictions, and it facilitates a cross-jurisdictional overview of charity regulation. It 
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acknowledges the unique ‘place’ features of a jurisdiction, and highlights the significance of 
‘timing’ in the establishment of regulatory dominance by ‘organizations’. The interactions, 
coalitions and ‘interdependence’ established between organizations in the struggle for 
dominance set up regulatory patterns. These in turn determine the identification of regulatory 
‘issues’ deemed to be worthy of consideration.  
We have identified the charity regulatory arrangements in each of the five jurisdictions 
examined, and have highlighted the impact, or potential impact, of IFRS adoption on these 
arrangements. In enabling the identification of these characteristics, a regulatory space 
approach acknowledges the contested nature of the regulatory process, and accommodates 
existing accounting regulation literature (Hancher and Moran, 1989; Young, 1994; 
MacKenzie and Lucio, 2005).  
The study of the five jurisdictions considered in this paper has, by necessity, been limited to 
key NFP and charity regulatory bodies. Future research could profitably expand the focus of 
study, and widen the scope to other jurisdictions. Ongoing tracking of the changes in the 
jurisdictions examined in this paper would enable an analysis of the continuing interactions 
between various regulatory bodies and emphasise the dynamic nature of the regulatory space. 
Further research could also examine the treatment of specific accounting issues in 
jurisdictions as IFRS is implemented.   
The huge variety in size, legal structure and focus of charities, and the complexity and 
individuality of national legal and regulatory structures, mean that the charity accounting 
regulatory space is constantly changing, particularly with the global proliferation of IFRS. A 
regulatory space construct provides a robust and flexible framework in which to examine 
these evolving issues. Due to the reliance placed on the contribution of the sector in all the 
jurisdictions presented in this paper, the importance of working co-operatively to produce 
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accounting regulations appropriate to the sector is a globally significant issue, and one which 
must be addressed if the sector is to fulfil its economic and social potential.  
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Notes 
[1] The focus in this paper is on charities, which are a subsector of the “Not-for-profit” sector.  
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[2]
 The UK also has The Office of the Scottish Charity Regulator and the Charity Commission for Northern 
Ireland. Accounting regulations for charities apply to all organisations registered under these charity 
commissions. We focus primarily on the Charity Commission for England and Wales as the largest of these 
bodies.  
[3] 
Statements of Recommended Practice (SORPs) are developed by SORP-making bodies to provide detailed 
accounting guidance for specific industries and sectors.  
[4]
 The three tier system identifies publicly accountable entities, which must apply IFRS, medium-sized entities, 
which will be required to adopt FRSME (Financial Reporting Standard for Medium Entities) and small entities, 
which will be required to adopt FRSSE (Financial Report Standard for Small Entities).  
[5] 
A registered charity must be a charitable organisation, or a public or private foundation established and 
resident in Canada, and it must be operated for charitable purposes. A registered charity receives tax advantages, 
being exempt from paying tax on its revenue, and being permitted to issue donation receipts for contributions it 
receives (CRA, 2012). 
[6]
 For charities, as private sector NFPs, this will be a choice between 4400 standards (Part III of the CICA 
Handbook) or IFRSs (Part I of the CICA Handbook) (Barrington and Keates, 2011). 
[7]
 There are many examples that illustrate this commitment, such as the expansion of Concepts Statement 6 to 
encompass NFPs (Newberry, 1995) and the formation of a NFP Advisory Committee (FASB, 2009b). 
[8] 
Deductible Gift Recipient status enables a charity to receive tax deductible gifts (ATO, 2012) 
[9]
 Australia’s Industry Commission (1995) published a report “Charitable Organisations in Australia” in 1995. It 
was followed by other government-sponsored reports into the state of the sector, including regulation and 
reporting (Senate Standing Committee on Economics, 2008; Productivity Commission, 2010).  
[10]
 In New Zealand, to be registered as charities, organisations must have an exclusively charitable purpose. 
Further, within the requirements of the NZ Charities Act 2005, they must satisfy the “public benefit” test, i.e. 
there must be an “identifiable benefit”, and the benefit must be available to the general public (Charities 
Commission, 2012b).  
[11] 
In 1993, NZ adopted a “sector-neutral” (transaction-neutral) approach to accounting standard setting similar 
to Australia’s (Bradbury and van Zijl, 2007).   
[12] The new arrangements recognised the “restricted” standard setting functions of the ASRB, endowing the 
XRB with a broader range of powers and a “wider mandate” with responsibility for accounting and auditing 
standard setting (ASRB, 2011, p. 4).  
 
